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The changing shape of UK grocery

12 weeks to 22 April 2018 versus 12 weeks to 24 April 2016

Tesco
Sainsbury's
Asda
Marrisons
Aldi

Co-Op
Waitrose

Lidl

TESC@ “Big four” L
>\ -170bp

l Aldi & Lid|
+230bp

Source: Kantar Worldpanel, 2018 3
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Growth of e-commerce in UK

OXFORD

ITproreel waRteSaE Sl andl conniCinaty

Taldkess are mmorn wididy aconhed
" Srrartphone shopping oplode:

Voare commerce boom™

% growth (Yo
=

2003 2010 200 2012 2063 2014 2005 206 2007 2018 (esd) 2019 {esst)

Source: IMRG and Capgemini, 2018
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Amazon set the pace through innovation

OXFORD

2017 Top 15 Largest Publicly Listed
Corporate R&D Spenders

I, < 6.1
I, < 1.9
of (I 2.7
- T s Amazon R&D Expenditure
. % of Revenue
soft I ¢ 12.0

10.4% .
| e =0l I &
k - . OO
ta [ 0.3

I

tors [ $5.1
I 70
I S

“Most retailers don’t have the will or persistence to work on an initiative that takes 5 years to materialise —
it's just not in their DNA”
- Brendan Witcher, Principal Analyst, Forrester, writing about Amazon Go, 2018

Source: Planet Retail RNG, 2017




Amazon set the pace through acquisition

KEY ACQUISITIONS ) = u

IN BILLIONS CASH  STOCK  UNDISCLOSED

amazon

Whole Foods |

Zappos | $1.20 |
Twitch |I$0.97 «

$13.70 »

At $13.7B in cash, Whole Foods

Kiva Systems |- $0.78 » w-lﬁ.E is Amazon's boldest acquisition
yet. The move signals Amazon's

Souq.com |-$°'65 v meS ambition, which is to become a
Quidsi |-$0.55 o0 caEmmrmmme 2nscendent brand that touches

many aspects of daily life.

Elemental Tech |lli$0.50 «
Annapurna Labs |ili$0.37 v

Audible |Mso0.30 » . - 3
Alexa |l$0.25 » &
Goodreads [l$04s u || amazonrobotics
Woot [isoa1e _ _
Kiva Systems became Amazon Robotics,
ACCE‘DLCOm |I$0-‘|0 U a subsidiary that manufactures mobile
IMDB |I $0.06 o o robotic fulfillment systems for Amazon's

array of warehouses.

Source: Crunchbase, 2017
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The Changing Consumer

Asset-Light
Lifestyles

Demands Hyper-
Convenience & Personalization
Flexibility : Expectations

Seamless & 180 & Demands
Frictionless '’ S Experiential
Experience Environments
g On-Demand
Immediacy Phfmorss Accountability
Critical - Instant Transparency &
Gratification Traceability

Consumer
Empowerment

Source: Planet Retail RNG, 2017
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The empowered consumer

COMNSUMER BEHAVIOR: PRODUCT RESEARCH!
Types of product research conducted by consumers while in-store, 2017

CONSUMER BEHAVIOR: MOBILE RESEARCH?
Share of mobile research, by peneration, 2017

Price comparison with other retailers _ 65%
Product information/specifications _ 61%
Online reviews _ 49%
Product options (e.g. color, size, style) _ 35%

Source: Ecommerce Foundation, 2017

-
Store inventory/availability - 16% .
}--: ‘

Percentage of consumers that
have used their smartphone to
look up a product while in a shop

T7%
70%

50%

Baby Generation X Millennials
Boomers




The empowered consumer: CamelCamelCamel

Hunky Dory (2015 Remastered Version) by David Bowie

hitp://uk.camelcamelca

£9 4

£8 5

£7

£6

ES+---—-

2015
Price type Lowest Highest
W Amazon £4.99 (lan 21, 2016) £8.89 (5ep 14, 2015)




The empowered consumer: Flipper

We keep you saving

We'll tell you when we're going to
flip yau again, gnving you the apltion
to opt out of your next switch.

We react to the market

We monitor the market, and if your

supplier is forecast to increase their

prices, we'll flip you to avaoid them.

We only get better

Qur algarithms learn more about
your usage over time, 5o we get
even better at saving you money.

t'..i."{.I-{ IRD
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Immediacy

Next Day to Store FREE

Order by Midnight

Next Day to Home £3.99

'ASOS Instant'
proudly delivered by
On the dot!

MO $OL CEN et your must-have shopping delrared
Erestavrzern Bpmi-10pm, o thie same dagy you ander.,

Gt shapning nee and chanse 2505 Instant an the
chackout!

FAST TRACK. WANT IT
T[IIJAY GET IT TODAY.

Wi deliver s day across the UE Order befor nd wr'llqr

FRST
TRACK @

SPITTHE BRIGE CHODSE ¥R TIME & DATE GETWHAT YO0 WRNT T0DAY

WHEN3 A GDDD TIME FOR YOU?

© O

TAM - 1084 10AM - 1P 2PH - EPH TPH - 10FH
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Sales growth v supply chain lead time, 2016

( J\I ‘0 'Ii D

~ 307/
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- Asos

) . DEBENHAWS
107

2 eIND TED GAKER

ol PRIMARK o | .

T HEM™® © o mMss  eovs
-107.

2z 4 6 8 10
SUPPLY CHAIN LEAD TIMES, MONTHS

Source: Goldman Sachs, 2017 15
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Immediacy: M&S Instagram shoppable posts
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Seamless and frictionless

The New Normal

STORES

Word of mouth
X
Visiting stores
Asking associates
questions

In-store purchase

Source: Dixons Carphone, 2018

Product research &
evaluation

Supplier & product
selection

" Pre-purchase
- qualification

Product purchase

o

ONLINE

Read blogs and online
discussions

Compare price and product
reviews

Understand delivery
& support

T Online purchase

iz



Seamless, Frictionless: Oasis, Burberry

94, of consumers demand
improved response time

expect organizations to
understand individual needs

: o N, - ' ) g i 9/ anticipate organizations
R R ANTRR, e LI { | will harmonize consumer

ExXperiences

Source: IBM, 2018
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Seamless, Frictionless: Sainsburys Euston



Seamless, frictionless: Amazon Go o

OXFORD

ST WK WHAT YOU WAN]

Shoippers enled the siure using a smasiphone
HER 19 S0 = that s Bnked to thieir

Amazon accound. | & Family s shopaing

W iteImE GRETING

tagether, they can all scan inon the same sandwich pictured above, hav

conde. ety camera identification. 1) E.ma =
i Eﬂﬂ go

- nle .
.. (No,SERIOUSLY), |

STRP % SBCURITY

= Seneay BT |

Hundreds of camefas hang from the cefing of When fnished, shoppers simply exit the store
he tare, CONETENTHY MoNTOFinG shappers’ Thate is o need for them 1o use thelr
actinng and repneding which tems a shogpe srmarfphane adain od scan amything, & redsipt

e for thes puicheses will apg=ar = the app



Seamless, frictionless cross-device shopping

OXFORD

Ask eBay to find me a GoPro Hero 6

Alright. Here's eBay.

o | looked through 22 options on eBay
and the best deal on GoPro Heros
is $494. | have more info on this deal
Is it okay iIf | send that to your phone?

Yes

L]
-
L § manef
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Convenience and flexibility

OXFORD



Convenience and flexibility




ASOS visual search C)
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Convenienc 2
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e, flexibility: multichannel

OXFORD

BUY ONLINE.

RETURN

N STORE S I — o

wwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwwww

I
CLICK AND | a
W —— ’
co i i 1 i
IN-STORE > — 15 O

Exchanges & Returns  FUZI: 1) e 21% OF BRANDS OFFER
NEXT-DAY CLICK & COLLECT
RESERVE pw—— 4%

ONLINE, ° 9% OFFER FREE NEXT-DAY
PICKUP EE—— 7% CLICK & COLLECT
IN STORE g J
- . UK S
'I I B el WY US m

i 1 |

[T mnEn

JLLET PEFTREY]

Source: Gartner L2, 2017
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Fulfilment erodes pure-play profitability

OXFORD

Ecommerce vs Store-based Grocery Retailer Comparison of Typical P&L

Revenue 100.0% 100.0%

COGS (cost of goods sold) 83.3% 79.4%

Gross margin 16.7% 20.6% R

Operating expenses 16.3% 17.8%
- Store rental 0.0% 3.50% o 1

- Personnel 3.4% 83% mu Bm BE BN B : I I I I I

- Fulfilment 7.4% 3.0% I I I I I I

- Marketing 2.5% 1.5% S
- Technology 3.0% 1.5%

Source: Planet Retail RNG, 2018




Fulfilment: new delivery solutions

Glue OXFORD

SHARE DIGITAL
KEYS
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Anticipatory shipping and manufacturing

fﬁﬁimmﬂl}

Amazon filad patent for trucks equippad v Decentralized Production
manufacture products on the way ¢ v Real-Time Demand Responsive

v Faster Deliveries

“What you want, before
you want it"

amazon

v Personalization

v' Reduces Inventory Cosls

Source: Planet Retail RNG, 2017
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Asset light lifestyles

OXFORD

 RENTTHERUNWAY

love. wear. return.

wheels when you want them

zlpcar

LY
EE%%%E Why uze BorrowMyDoggy? How it works or

Share the  of dogs

« Connecting dog owners witﬁ_local dog lovers
to share the care of a dog.

Get started as an Owner Get started as a Borrower




Asset light lifestyles: peak stuff and recommerce

| 'HEHEWEI}

Bt

) THE NORTH FACE OF THE
RENEWED FITTEST

Fom comncremoetoexeiore.  REVIVAL

patagonia

We'll Fix It For You

Patagonia employs 45 full-time repair technicians at our service
center in Reno, Nevada. It's the largest repair facility in North
America~-completing about 40,000 repairs per year. Our repairs
team will restore the functionality of your garment so you don't

have to buy a new one.



New Business Model: Dixons Carphone

OXFORD

\ Dixons

Upgrade and Provide content,
replace insure and maintain

34
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Recognition and personalisation

fﬁﬁimmﬂl)

4és

Nicky

wrap up it’s cold
< out there

Brry don T be caghl out by the cold snap
ki g wedf T ] SUylnd wath the Letest
kosoden, I Onl 0 et




Personalisation: Tesco & IFTTT

Add ITII"( on if a product goes below a If it's warm tomorrow, add
certain price then add it to burgers to your shoppin
Pping
Thursdays my basket basket
i v H v as @

el If the price of a product
Add eggs to your With just a tap, add cha:gi’;‘i;:n .y

shopping basket if doughnuts to your email
you're running low basket

i: @ tes i 9 ' i W




New Business Model: Stitch Fix

Stitch Fix Curation Powered by Al

$E20

STITCH FIX

m it P

86% 2.2M 22%

YOUR PARTNER IN PERSONAL STYLE RION Fix SRpiapees Ly Ceparnem

Stitch Fix® is the personal style

I 3,400

* The online US subscription and personal shopping service Stitch Fi
ers five curated pieces of clothing each month for them to decide which ones to keep.
This selection of items is created using key data points extracted from Pinterest boards,
customer surveys, weather patterns and personal notes to stylists. From this data, Al
algorithms help the personal stylists pick out the items the customer is predicted to like
most and could be equally applied to buying, merchandising and product development
processes.
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Experiential environments
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Welcome to the IKEA
VR Expernience!




Remote access

'f.'-‘..l‘. 1" "'1 [
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Experiential environments
...I.'-." _-:_:_ -/f " T
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Frictionless ' . Experiential
Experience Environments

3 On-Demand
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Transparency & accountability: Everlane

EVERLANE

OXFORD

We bel1eve we can

-ag,!l:a‘-"'e 1) T

Saitex International

WE e Elan il
#a.25 2808 3.7 S4.75

Bnsp
B1GH00

S270.00

44




Pay what you want

REMUNERE Ay

JUSTEPRIX .. s

SON PRODUCTEUR -

il

OXFORD

Leveling the paying field: LA cafe lets
patrons choose prices - and hasn't lost
cash

At Metro Cafe, customers have been known to pay more than
$100 for coffee while others pay the $1they can afford: ‘It's
about community’
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Combating price transparency: Pets at Home

- pe
pets &

‘ pet shop | vet surgery | pet grooming -
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Combating price transparency: Private Label
H-E-B Select lngradlents y




The economic squeeze on stores

0% o oeeme oo e - OXFORD

DIGITAL INFLUENCE
... PROJECTION _ _

PERCENTAGE OF IN-STORE
SALES INFLUENCED BY DIGITAL

0%
oog o 20 21 22 013 2014 2M5 2016 My 21e  2me 2020 2021

Estimates for US retail company, assuming a 5% decline in sales per square foot over 5 years,
% af sales

Earnings before Return on
interest and taxes invested capital

Starting point

In & years, given @ @
projected onling and
space trends . .

Source: Deloitte, 2015; McKinsey, 2014 In 5 years, if operaticns

are cpumized




Store closures to restore 2006 sales per ft?

43%

31%
JCPenney o 0
ORDSTROM 25%
NORRRTE _30 ﬂ%'

: : 0
s [
. 0

eroo: [

Source: Green Street Advisors, 2016

OXFORD




Sainsbury's Nine Elms id
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Convenience spreads beyond grocery

‘-u.
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Competing with Amazon et al

MADE IN

BRITAIN

THE RIVER ISLAND STORY

Retro stripes

Supporting your
community.

» Tractor standards

.. Morrisons

About Lk

Ivestion Conro

of Morrisons branded fresh beef, pork,
lamb and chicken is produced to Red



The physical store, 20307?

Indoors

Greater brand
Involvernent through
shop-in-shop or brand
implants

Augmented reality

used within the store -
to offer personalised 15
experience, navigation

and promations

Community and social ®
functions, such as

likra rY. childcare,

classrooms

Experiential retall to
the fore

Source: Planet Retail RNG, 2017

Fresh and foodservice #

takes centre space, { s“}
|r1c|u|j|r|g made-in “E-ruf_
store capabilities i
Rotating product
range of curated
exclusives - (o provide
excitement and
treasure-hunting

Physical checkout
replaced by "Just walk
out” technology

Shopper recognition
1o allow personalised
and checkout-less
E‘IFEFIEF\EE

Greater brand
Involvernent through
shop-in-shop or
brand implants

Fresh local produce
Erowm within the store
or an the roof

Sustainable store

Drone/robot fullilment
direct from the store

Curbside plckup of
online arders for
COonmverience

il

OXFORD
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Retailers have multiple responsibilities

UK supermarkets launch voluntary
pledge to cut plastic packaging

HOW DO THEY DO IT Gy Sl sk i e St s ey Ui
AT THAT PRICE?

PAEDO BIKINI e

Ll LT T L T v

S LI

Primark ell

Amazon paid just £15m in tax on
European revenues of £19.5bn

Online retailer's UK warehouse and lopistics pperation more than. (R =~ TORECESSES il . e e
halved its corporation tax bill from £15.8m to £7.4m

FOOD SUSTAINABILITY




The smartphone revolution: not everyone benefits...




Local — and national — markets trickier to assess
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How the Communications Revolution
Will Change Our Lives
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Tesco’s “farm” private label range 4

{.i,‘;;.[ {. RD
—a
thhtlngale , ' : _1 |
arm .
: - WOODSIDE
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Time limited discounts

MAKE MOre HAPPEN

What is the policy for Exclusive Offers?

« Valid only during this visit on Staples.com. Exclusive Offer expires after 20 minutes of inactivity
from staples.com. Inactivity is not clicking on the site.

+ To get the Exclusive Offer discount, add the product to your cart and purchase before the offer

expires.

+ Discount may only be used once, applies to only the specified item, and is applied prior to tax.

+ Discount cannot be transferred.

PRODUGTSw TECHNOLOGY v SEAVICESw SHOP BY INDUSTRY w

(1) Mew day. New Dally Deak, Get it bofors i is gona.

Pl marinber g Exgund prowi il WP+ Wl men. B erw

8 weEsLy
g
NETGEAR Nighthawk $199
AC1800 Smart WiF Router
R7000-100NAS

B JROT R MO0 IGOMAL
SquoreTrode Prolecticn

L2 & & & BT EYeer P ran .

o + [

Aod o Fa

sne: [ 0 & O

CUSTOMERS WHD VIBWE
THIS ALBD WEWED

GOPRO

GOPRO HERO &4 - BLACK EDITION
$312.00
EXPIRES IN3

SAVE $467

il
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Consumer-to-consumer commerce

t'..i."{.I-{ IRD

qnbtu-g’lﬂm : m Sign Up

westlouisofficial 2R

* 20 posts 9,694 followers 23 following

WEST LOUIS West Louis Everything is designed. Few things are designed well.

www.westlouis.com

4AT TIME 15 iT?

It's @westlouisofficial

o
- |

Show us photos of your fresh pair!

“The softness of a Las Vegas carpet and the rich sheen of a velour jumpsuit, with fabric so synthetic it could
probably be refined into bunker fuel for a ship”
Alexis Madrigal, The Atlantic




Electronic shelf-edge labels
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Grocery industry concentration

OXFORD

Percentage of national  Mumber of top Percentage of national  Mumber of fop

Country grocery market controlled retail chaing Country grocery market controlled retail chaing

by top retail chains in the country by top retail chains in the country

European Union Rest of World

Fortugal [ 00% 3 norway [ 615 3

Finiand [ 55% 3 switzerland [ 76% 3

cermany [N &5 4 canada ([ 75 5

sustric [ 2% 3 swstralia [ 7% 2

penmark [ :o% E e A 5
o< I s ¢
oo [ 7+~ 5
spain [ 5
France _ 65% 5
Netherlands [N 65% 5
Greece _ a80% =
taly [N 40 5

Source: Consumers International, Planet Retail, Nielsen, 2017



E-commerce concentration

Top 15 Global Ecommerce
Retailers 2017

Alibaba NG 5341
Amazon GG $237
JD.com I 143
Bay B 568

Apple [l $24
Walmart | $21
Rakuten [ $21

Allegro ] $15 Suning (

suning Commerce [ $13
Flipkart ] $13

VipShop | $11

Staples | $11

Netflix ] $11

Top 15 Global Ecommerce
Retailers 2022e

SIGELENN $Z 0 S
Amazon G 458
1D.com I 411
eBay M $88
Walmart | $57
Apple § $36
Rakuten J$33
ymmerce | $23
Allegro | $23
Flipkart | $23
VipShop | $21
MNetflix l £20
Casino | $14

SK Planet | $8 MercadoLibre | $14

Casino l B

Source: Planet Retail RNG, 2017

SKPlanet |$14 g > $20 billion

OXFORD




Marketplaces

Brazil, the ninth-largest ecommerce market globally, is a
battleground for intense competition among top global
players Alibaba, Casine, Walmart, Amazon and Rakuten, as
well as local Latin American marketplace, Mercadolibre.

Libre

China is dominated by top ecommerce
marketplaces operated by Alibaba and |D.com.
Walmart's partnership with |D.com gives the
global retailer presence and scale in the market

("."“Ahhnbn- &
Ay L

ORokuten
Walmart
amaroncom

Walmart and Amazon India is a top ecommerce battleground Competition is expected to increase
competing fiercely across as local marketplaces, Flipkart and across Southeast Asia as Alibaba ramps
the US market Snapdeal, compete with Amazon, up existing business and Amazon
Walmart and Alibaba’s Paytm. launches PrimeNow in Singapore.

Source PlanetRetail RNG, 2018
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Competitors collaborating

( 1\1+ RD

(O] Waitrose
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Competitors collaborating

Ocado unveils tie-up with France’s Groupe
Casino

OXFORD

Deal to build robotic warehouse facility is part of online grocer’s tech transformation

Mark Vandevelde and Naomi Rovnick in London NOVEMEBER 28, 2017 E 4 E

UK group Ocado will build a robotic warehouse for French retailer Groupe
Casino, in the latest sign of established chains embracing an online shopping

trend that threatens to ruin the economics of many of their own stores.
Amazon partners with French retailer Monoprix
to launch Prime Now grocery deliveries in Paris

Catherine Shu gasthernes

MONQOPRIX

—




Mega-mergers

FOODA=LION

R (B

-
=Y Baoinonounos
W01 ToOU Nowou 1o yada!

B
\"' StopaShop \!’ Giant &9 Tempo 81;0&: @

BOOKER

WHOLESALE

MARTIN'S
Peaped

@b Ahold

Delhaize




Growth of buying alliances

> Diburt 2004 (=n (a0 4 P13 2013) » Fin 2004 (en CAM 4 P12 2014, en curmutant les alilances)

G HEEEETE o T -

P AR i United Kingdom ASDA
eSS (p & T Nethriands.  Superuie

Carnefour
mm , Gemany Mkt AG
| Auchan (u) IR
Gasing France  Groupe Casino
m E I..ldeﬂ:@ m Switzerland Markant Synirade

@ m E m 250 Spaif Euromadi Ibenca

E m Europe: Total Banner Sales of Top Buying Partugal EuromadiFort

E Group Membars, 2015 (EUR bn) Austna MWarkant Ostereich
T 34 2 200
g ftaly ESD ltala
=
_E Norway UnilNargesGruppen
150 ;
EC guidelines on horizontal agreements (para. 194) i oladdls Woolworths Lid
“Joint purchasing arrangements usually aim at the creation of buying § Finkand Tuko Logistics
power which can lead to lower prices or better quality productsor & 100 Swicden Asdood
services for consumers. However, buying power may, under certain 3
circumstances, also give rise to competition concerns.” & 50 el Dol
Czech Republic  Markant'Kaufland Cesko, Globus
o Slovaia Markant /Kaufland Slavensko
Poland Kaufland
Coopernic AgeCore
Croatia Kaufland
Romamia Kauftand
Bulgaria Kaufland
Russia Blobus

Source: Kantar Worldpanel, 2015; Planet Retail, 2016 NewZealand  progressive Enterprises L1d




Amazon Prime membership, US

starl product searches on starl with
amazon ottt
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Source: Gartnerl.2, Piper Jaffray, 2018
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The Amazon Effect
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Market Value Market Value

Retailer 2006 Today % Change
Sears $27.8B $448M v98%
JC Penney $18.1B $1.1B v 94%
Macy's $24.28B $6.98 v71%
Kohl's $24 .88 $7.88 v69%
Nordstrom $12.48 $7.38 v41%
Best Buy $28.88B $17.6B v 39%
Target $51.38 $31.4B v 39%
Walmart $214.0B $291.1B A36%
Amazon $17.58 $569.38 43,153%

Source: Gartner L2, using Yahoo Finance data, 2017




The Amazon Effect

Impact on Stock Price in First 24 Hours Following an Amazon Announcement

Source: Gartner L2, using Yahoo Finance data, 2017



Algorithmic consumers — the death of irrationality

OXFORD

Voice Tasks U.S. Echo Owners Have Tried At Least Once . ' 4 *
iw X Pomed TR S Fesmooroenty

i ; il

Thes Consumes

amazongi”a”gg

NOW WITH ALEXA N sted QY

Preferondes

Comelatons, predections

Artificial Intelligence (Al)

What ta buy?
Supply '
Whal i availabie!
Shopping boats
Say it.  recormunce )
- Buy tha prodssct
Scan it.

Ask Alexa.

Source: Gartner L2, 2017; “Algorithmic Consumers”, Gal, M.S, and Elkin-Koren, N., University of Haifa, 2016 .




THE FUTURE OF E-COMMERCE
ORDER KLEENEX.  ORDERING [[ UM, NO, | AMAZON
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Agenda

“ The context for retailers

“ The changing consumer

% Retailer responses

% \What might regulators worry about?
“ Q&A
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